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Third Audit Quality Center Launched
A M E R I C A N I N S T I T U T E O F C E R T I F I E D P U B L I C A C C O U N TA N T S
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The AICPA in Sept. launched the Governmental
Audit Quality Center, a firm-based, voluntary
membership center designed to promote the
importance of quality governmental audits and
the value of such audits to purchasers
of governmental audit services.
Governmental audits include a
wide variety of audit or attestation
engagements, including audits of federal, state and local governments; notfor-profit organizations, such as colleges and
universities, hospitals and charitable organizations; and certain for-profit entities, such as
housing projects and colleges and universities,
which participate in government programs or
receive governmental financial assistance.
The mission of the center is to:
• Raise awareness about the importance of
governmental audits.
• Serve as a comprehensive resource
provider on governmental audits for member firms.
• Create a community of firms that demonstrates a commitment to governmental
audit quality.
• Provide center members with an online
forum tool for sharing best practices as
well as discussions on audit, accounting
and regulatory issues.
• Make available the names of member firms
to enable purchasers of governmental audit
services to identify them.
• Provide information about the center’s
activities to other governmental audit stakeholders.
“State and local governments, not-forprofit organizations, and certain for-profit organizations receive billions of dollars in governmental financial assistance each year and, as a
result, are subject to myriad unique and complex audit requirements. CPA firms that join the
Governmental Audit Quality Center demonstrate their commitment to employing the highest quality audit practices when performing

these governmental audits,” then-AICPA chairman S. Scott Voynich said when the center was
launched. “In addition to gaining access to best
practices, guidelines and tools focused around
quality governmental audits, members
demonstrate their commitment to audit
quality by agreeing to and meeting specific center membership requirements,”
he added.
“The center is intended to make a
direct statement to members of our profession
about the importance of their audit performance,” said Susan Coffey, AICPA vice president, audit quality and professional ethics.
“The center will give members the tools they
need to adhere to a high standard of quality. It
will also be a place where firms dedicated to
quality governmental audits will share best
practices, learn about emerging issues and take
steps to enhance quality in their practices.”
The new Audit Quality Centers, which
were approved by the AICPA’s governing
Council in fall 2003, focus on audits performed in three areas of critical importance to
the public interest:
• Public company audits.
• Employee benefit plan audits.
• Governmental audits.
The Center for Public Company Audit
Firms was established in Jan. 2004 and offers
enhanced resources to firms that audit publicly traded companies. It was followed in
Mar. by the launch of the Employee Benefit
Plan Audit Quality Center for CPA firms performing employee benefit plan audits. The
Governmental Audit Quality Center, designed
to help CPA firms meet the challenges of performing quality governmental audits, is the
third audit quality center to launch this year.
The Governmental Audit Quality Center
Web site offers a single access point to the latest developments in governmental audits:
www.aicpa.org/gaqc
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Exhibit 2: Average Sales Growth Rate
24
20

As businesses grow and become more
complex, the importance of their strategic
plans grows, too. Since not all growth is
profitable, planning for productivity, and
measuring it, is vital to keeping growth on
track.
A recent PricewaterhouseCoopers
Trendsetter Barometer™ survey of CEOs
of over 400 of the fastest growing companies in the U.S. found that over 64% have
a strategic plan—including 68% of service businesses and 59% of product-sector companies. The average plan covers
three to four years and is reassessed annually or more frequently.
The fast-growth companies with
strategic plans are 40% larger—averaging
$40.9 million in annual revenues, versus
$29.3 million for those without a plan. Yet
they have slightly fewer workers—an
Exhibit 1: Sales Per Full-Time Equivalent
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industry reaching nearly 24% in the top
quartile. While sales growth—adding to
the top line—is certainly one way to
increase profitability, for this industry
maximizing the efficiency and effectiveness of facilities and employees is most
critical.
Companies that find themselves with
sales per employee lower than the top
quartile may wish to consider taking
actions to improve productivity, such as:
Design workplace facilities that promote comfort in tandem with productivity. Companies that invest in their facilities and improve the quality of the office
workplace can be more effective in
attracting and retaining employees.
Exhibit 3 shows the employee
turnover rate for the five industries.
Construction and professional services,
which had the highest sales growth rate,
also have the highest employee turnover
rate. The companies with the better proExhibit 3: Employee Turnover Rate

Source: AMMBIT

average of 310 employees, versus 324 for
all others. This larger size and leaner
staffing gives them a significant productivity advantage—an average of $132,000
in revenues per employee, versus $91,000
for all others—a 45% edge.
Defining productivity as sales or revenue divided by average full-time equivalent employees, let’s take a look at this
metric across five industry sectors with
annual revenues between $20 million and
$25 million (see Exhibit 1).

Profitability Factors May Vary
The highest productivity is in the retail
and wholesale trade industries, with manufacturing, construction and professional
services noticeably lower. The companies
are getting more sales dollars from existing employees.
In Exhibit 2, the average sales growth
rate shows a different picture for these
five industries. Despite their lower productivity, the professional services and
construction industries are the fastest
growing, with growth in the construction
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ductivity, retail and wholesale trade, have
the lower employee turnover rate.
Cross-train workers to perform multiple tasks. Cross-training can not only
continued on page C3
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continued from page C2—Planning for Productivity
should provide easily accessible and onenable fewer workers to perform more
functions, it could also help to reduce demand training so the system will be
employee turnover. Clients might consider used properly. A customer service-oriented help desk should be available.
training office personnel to perform cerClients might consider outsourcing this
tain factory or warehousing functions.
function if it is not part of their core busiInvest in single-product Web sites to
improve efficiency and productivity. A ness.
Implement recognition and reward
single-product Web site can provide intersystems
that motivate employees.
nal “one-stop shopping” for all the inforEmployees’
expectations should be
mation, resources and people connected to
aligned
with
the
corporate mission and
one product, enabling product teams to
how
their
performance
can affect it. They
work more efficiently together. With Web
should
receive
regular
feedback and be
technology, these sites can be uniquely
rewarded
when
they
consistently
deliver
tailored to the specific needs of each prodsuperior
performance.
uct team, resulting in cost savings and
Explore alternate sales channels.
efficiency.
Another
survey found that companies
Support employees using informausing the Internet and marketing globally
tion technology solutions. Clients should
increased their productivity in one year by
put user productivity at the forefront when
11%, while companies not using the
choosing IT solutions. They should underInternet gained by only 6% and those
stand their users’ IT needs, and how,
where and when they will need it. Clients
marketing only domestically gained 8%.

Call for Professor/Practitioner
Cases
The deadline is near for case submissions for the 2005
Professor/Practitioner Case Program. The program is designed to
promote collaboration of accounting educators and practitioners
in the development of real-world-based cases for use in the
accounting classroom. The AICPA Professor/Practitioner Case
Program has been in existence since 1992, publishing nearly 125
cases. The program is competitive and cases are thoroughly
reviewed and evaluated for publication and/or presentation by an
AICPA task force made up of both academics and practitioners.
Cases in the areas of financial accounting, managerial
accounting, assurance services, governmental/not-for-profit, tax
and information systems are acceptable. Of particular interest are
cases that address topics on fraudulent financial reporting and
strategies for preventing and detecting fraud; ethics and professional responsibilities of CPAs practicing in business and industry; issues or services identified in the CPA visioning process;
new assurance services that illustrate how the accountant or auditor can add value for an employer or client; “new finance” in
terms of blending information technology with financial decision
making and new management techniques; global marketplace
and international issues; and tax issues, including tax shelters.
Cases should address the competencies identified in the AICPA
Core Competency Framework for Entry into the Accounting
Profession. (For information, visit www.aicpa.org/edu/corecomp.htm.) Cases should take an integrative approach that recognizes related issues that may cross over traditional accounting
courses or disciplinary boundaries.
Submitted cases should not have been previously published,
accepted for publication or be currently under review for publica-

A Path to Improvement
Planning to be productive is the critical
first step toward achieving it. CPAs can
share some of the advice in this article
with clients to help them improve their
strategic plans and productivity.
bradley.j.allen@us.pwc.com or
ammbit@us.pwc.com
www.pwc.com/ammbit

Bradley J. Allen is a PricewaterhouseCoopers partner and chief architect of
AMMBIT ® (Advanced Middle Market
Business Intelligence Tool), an online
benchmarking tool designed for small and
mid-size private companies with sales up
to $500 million.

tion. All case submissions should be well developed and ready
for use; must have been classroom tested at least once; and must
include detailed teaching notes and solutions. Accepted cases
will be published by the AICPA and distributed to academic
institutions and interested firms. These cases will be further considered for invited presentation at one of several education-oriented conferences. Authors whose cases are selected for publication will be able to attend one AICPA conference of their choice,
fee registration waived.
Case submissions are due Dec. 1. For information and application:
www.aicpa.org/members/div/career/edu/ppcdp.htm
educat@aicpa.org

212/596–6221

Mobile Technology Do’s and Don’ts
In a study, 28% of chief information officers said that breaches
in workplace etiquette had increased significantly because of
mobile technologies. Among the biggest pet peeves during
business meetings, according to the Robert Half Technology
survey:
• 88% feel it is inappropriate to leave on a cell phone ringer.
• 80% disapprove of sending instant messages to others.
• 79% frown on sending and replying to e-mail when the
meeting is in session.
• 65% consider it poor etiquette to work on personal computers while others have the floor.
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More Small Businesses Can File
Schedule C-EZ
The Internal Revenue Service says it will expand
the number of small businesses eligible to file a
simplified expense form, a move that it says will
save money and reduce the paperwork burden.
The IRS will double the business expense threshold to $5,000
from $2,500 for filing the Form 1040, Schedule C-EZ. The change
will mean a savings of 5 million hours of paperwork burden for
small business taxpayers, according to the IRS. The threshold

The IRS Appeals Process in
Focus
A recent Internet broadcast of Tax Talk
Today ®, “Appeal it! Or—What’s Next
When You And The IRS Just Don’t
Agree?,” covered the appeals process and
what to expect. Panelists agreed that its success is a relief to taxpayers and tax practitioners alike, and illustrates the value in
having a fresh pair of eyes conduct an
impartial review of their cases after an
examination of a return is complete or collection action is proposed, according to the
IRS.
David B. Robison, chief of the IRS
appeals section, said several things are
being done to improve the speed with
which cases are resolved. He said the
appeals section is contacting the taxpayer as
quickly as possible, using more specialists
to concentrate on particular and complex
areas of the law, and promoting the use of
the Service’s alternative dispute resolution
programs.
Panelists also covered the “hazards of
litigation” process used by the appeals section. “That process is applied to 50% of
examination cases. It’s a procedure that
looks at what would happen if the case
were to be litigated,” said Jeffrey Allison,
director of tax policy and procedure at the

change means approximately 500,000 more small businesses—a
15% increase—will be able to file the Schedule C-EZ.
“This is another example of the IRS taking the lead in reducing
the burden on taxpayers. The IRS’ Office of Taxpayer Burden
Reduction is continually reviewing what steps we might take that
will save money and work hours for both businesses and individuals,” said Mark W. Everson, commissioner of the IRS.
The Form 1040, Schedule C-EZ was first established in 1992.
It was intended to make it easier for small businesses with modest
expenses to file a simplified form. Small business owners that file a
Form 1040 use the Schedule C to report profits and expenses.

IRS. “There is no one answer and it is not a
science. It is simply the law being applied
to the facts available.”
Steven R. Anderson, CPA, JD, and cofounder of the Denver law firm of Anderson
& Jahde, P.C., advised that “practitioners
need to look at the case through the eyes of
the IRS. It’s important to review all of the
facts and files. To get the files, practitioners
can utilize the Freedom of Information Act,
speak with the agents/officers involved with
the case or simply ask appeals officers, who
are generally open to providing files to
practitioners.”
The IRS says that the appeals division
handles about 50,000 collection cases annually, most of which come from the IRS’s
Small Business/Self-Employed division.
The average case is now resolved in 300
days, a 25% improvement from last year.
And, officials said, the division is always
looking for methods to reach mutually satisfactory solutions even faster.
The program said that tax practitioners and appeals officers agree that alternative dispute resolution programs are the
wave of the future. Two early intervention
programs—fast-track settlement and fasttrack mediation—can help close a case
years ahead of schedule, the IRS said.
Both bring appeals officers into the
process earlier and bring all parties

New IRS Oversight Board Chair
Raymond T. Wagner Jr. replaced Nancy Killefer, whose term
expired, as chair of the IRS Oversight Board. One of the board’s
seven private sector members, Wagner is legal and legislative vice
president for Enterprise Rent-A-Car. He was previously Illinois
Director of Revenue and Director of the Missouri Department of
Revenue.
In addition, Paul B. Jones joined the board. Jones is senior
vice president, general counsel and regulatory policy, at Time
Warner Telecom.
At its most recent meeting, the board received updates on IRS

together face-to-face to discuss the issue
and reach a conclusion. In fast-track mediation, the appeals officers simply serve as
mediators for the discussion. Pre-appeals
programs lead to resolutions in 70% of the
cases, the Service said.
Other alternative dispute resolution
methods include post-appeal arbitration—
the least popular of the alternative methods,
the Service said—and post-appeal mediation. Post-appeal mediation brings a resolution 85% of the time.
“Post-appeal mediation is terrific. It
puts all the decision makers at the same
table and acts as a reality check. This
method is much quicker and cheaper than
moving forward with litigation,” said Jim
Dougherty, tax division manager for the
national office of Deloitte & Touche.
A Tax Talk Today® viewer poll reported
that, of viewers with appeals cases within
the last year, 70% did not meet face-to-face
with appeals officers. Panelists agreed that
having a face-to-face meeting usually
depends on the specifics of the case.
The Tax Talk Today ® resource Web
page contains key documents, important
links and videos about the appeals process.
To visit the resource page or view archived
Tax Talk Today® programs, go to:
www.TaxTalkToday.TV

progress. Among the reported improvements to the IRS Business
Systems Modernization program are Customer Account Data
Engine (CADE) Version 1.1, which on full completion will replace
the Service’s Master Files and which has operated well since July,
an IRS representative told the IRS Oversight Board. The next version of CADE is expected to be released in Jan., the IRS said. In
addition, the IRS pointed to the timely second release of the modernized e-file, new e-services and the release of version 1.1 of the
Custodial Account Program (CAP). The next version of CAP and
of the Integrated Financial System are also expected on time,
according to the Service.

